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urban real estate activity, foreclosures, 

and rents in the United States from 1870 
to the present. The chart to the left is the 
last four years of the upper chart enlarged 
to show monthly fluctuations. This chart is 
explained in detail in the article starting 
on page 632 in the November issue. 
































REAL ESTATE ACTIVITY 


























90 Our national index of residential 
» rents for the month continues the steady in- 
NORMAL eo crease of the past three years. This in- 
wcrease is due primarily to the decrease in 
gresidential vacancy and to the increase in 
3 construction costs. If vacancies decrease in 
S$the face of an increasing demand for space, 
eo” rents will rise rapidly provided construction 
“costs are high enough to prevent a large 
so enough amount of new building to satisfy the 
“demand. Residential vacancy in the United 
States is now lower than it has been at any 
time in the past fifteen or sixteen years, 
and construction costs are rising quite 
rapidly. 
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REAL ESTATE ACTIVITY 
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FORECLOSURES ACTIVITY 
RENTS 


Real estate activity as measured by 
r THIS MONTH 7 , - 

awa ns oe cab voluntary sales of real estate, and as shown 
YEAR AGO 85 72.4 -290 by the black area on the chart, reached a new 
recovery high, a point higher than has been 
reached at any time during the past six 


years. 
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Our national index of foreclosures shows a drop in spite of the 
HOLC foreclosures. As rents and values rise, many properties which seemed 
destined for eventual foreclosure a short time ago will rehabilitate them- 
selves. Foreclosures dropped very rapidly when we had reached approximate- 
ly the same recovery position after the big depression of the seventies. 
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FORECASTS FOR 1937 


wise man once said: "The future is separated from the present by a 
A este mist, thin enough in places to distinguish with some clarity 

the outlines of things to be; in other places so dense that no possi- 
bility exists of seeing even the vaguest figures. The greatest difficul- 
ties arise, however, in those intermediate places where the imagination 
pieces together the fragmentary outlines discernible into pictures which 
may or may not represent the figures beyond the mist." In the following 
forecasts we have tried to confine ourselves to those trends which we 
think can be seen most clearly. 


During 1937 we expect real estate activity to increase quite 
rapidly, probably bringing the long depression period back to the normal 
line on our long chart by the end of 1937. 


A weekly index of wholesale prices in building materials has not 
failed to show from 4% to 4% increase per week for the past several months. 
Since we have found that the greatest determining factor in building 
material prices is the change in general price levels for all commodities, 
we believe it safe to assume that with a rising general price level during 


1937 building material prices are bound to re- 


CONSTRUCTION COSTS 


flect this increase, Material costs constitute 
from 0% to 50% of the complete cost of the 
building. If all other factors of cost remain 


constant, a 2% increase in the cost of materials 
would cause an increase in the total cost of the 
building of slightly less than 1%. However, labor 
costs are also increasing and will continue to 
increase during 1937. _— wage poet 


INOEX 





For a great many years the ratio of construction costs to the 
values of completed buildings has been too high to enable any volume of 
building to go forward. (See article in this report on residential build- 
ing.) In some cities during 1936 this ratio became far more favorable and 
considerable building was done. In other cities the ratio remained un- 
favorable and comparatively little building was done. During 19437 the 
ratio will become more favorable in practically all cities and towns of 
the United States, in spite of the fact that construction costs are con- 
tinuing to rise. The percentage of vacancy in residential buildings, as 
pointed out elsewhere in this report, has reached the lowest point in six- 
teen years, and this factor has caused rents to move upward quite rapidly. 
They will continue to advance at amore rapid rate during the next few 
years than construction costs. Should construction costs, however, advance 
too rapidly,a larger percentage of prefabricated buildings will be erected 
1937 will be a good year in comparison with 1936 for those prefabricators 
who are well established in the field, but the amount of prefabricated 
building as a percentage of the total building done will remain insignifi- 
cant. In those cities in which the charts in this issue show a consider- 
able volume of new building the subdivision business will show a marked 
increase during 1947, but it will show some increase in every metropolitan 
city of the country. 


Residential rents will continue to advance at an accelerated 
rate during 1947. In many cities the percentage of advance will double 
that of 1936 unless labor difficulties decrease the rate of improvement in 





general business in the United States. While it is impossible at this 
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time to forecast the amount of retardation to the increase in general 
business due to labor difficulties, it seems to us that,though undoubtedly 
there will be strikes in larger industries (labor difficulties always ac- 
company a period of better business), these strikes will be "patched up" 
without either side winning a clear cut victory. 


During 19457 there will be a large increase in occupancy in 
office building space in most of the principal cities. Rents, however, 
will not increase materially as there is still too large a percentage of 
office vacancy in most cities to place the bargaining power in the hands 
of the landlord. The rapid increases in these rentals will come later. 


Rents of good store locations will show considerable improvement 
during 19457 as good locations are again in demand,and the landlord will be 
in a good bargaining position, with more potential tenants than good loca- 
tions. Secondary locations will increase at a slower rate. 


The average of all real estate bonds will increase very materi- 
ally during 1947. Individual issues may or may not increase, depending 
(continued on page 673) 
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HE chart to the 
: left shows the 


monthly fluctua- 





tions in the fore- 
closure rate in 
larger cities. 


We believe it is 
quite significant 
that the urban fore- 
closure rate is con- 
tinuing to drop in 
spite of HOLC fore- 
closures. Apparently 
the rate of other 
urban foreclosures 

is decreasing ata 
i ] rate rapid enough to 
r REAL ESTATE ANALYSTS, INC. : effset the increases 
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RESIDENTIAL BUILDING IN THE UNITED STATES 


N August, 1936,the Real Estate Analyst charted the number of new family 
| eccomoattion built per month per 10,000 families in each of ninety 

major metropolitan areas of the United States. In this issue we are 
bringing these charts up to date and are also charting five additional 
cities. In the chart for each city, where the dot follows the name of the 
city, the principal suburbs have been included at least during the later 
years on the chart. In many cases it has been impossible to get the fig- 
ures on suburban areas for the earlier years. It will be noticed that on 
some charts,Boston for instance,four other cities are named on the chart--= 
Cambridge, Lynn, Lowell, and Somerville. Each of these cities contains 
190,000 population or more, but in spite of their size they are considered 
in the Boston area and are included in the Boston metropolitan figure. In 
addition, many other small communities not listed are included. 


All in all, figures from 26) cities are included in the ninety- 
five metropolitan areas charted in this report. In all cities the number 
of family accommodations provided by the so-called slum clearance projects 
constructed under the Housing Division of the Public Works Administration 
has been eliminated from the charts. Buildings built with Federal Housing 
Administration loans have, of course, been included in our figures. The 


figures given here represent the volume of construction built under 
private initiative. 


Two things are quite noticeable on these charts. First, the wide 
variations in the amount of building done in the various metropolitan 
areas during the last boom; and second, the wide variation at the present 
time in the resumption of building in the various communities. The varia- 
tion during the last boom ran from 12.7 new family accommodations built 
per 10,000 families per month in Bridgeport, Connecticut,to 55 new family 
accommodations per 10,000 families in Miami, Florida. At the present time 
the variation runs from 0.4. of a housing accommodation per month per 
10,000 families in New Bedford, Massachusetts, to 65.8 new family accommo- 
dations per 10,000 families in Miami. 


Why this wide difference in the volume of new building in rela- 
tion to the number of families in these communities, both during the last 
boom and at the present time? The Real Estate Analyst has always main- 
tained that the volume of building in any community depends on the rela- 
tionship of rents and values in that community to the cost of new building 
If rents and values are high in relation to costs, there is a strong in- 
centive to build as a profit can be made on each building constructed. If 
rents and values are low in relation to construction costs,only “irration- 
al" building will result, as the speculator and the operative builder can 
not make sufficient profit to justify the risks of new construction. 


In rapidly growing cities vacancy is absorbed more quickly than 
it is in matured and slowly growing communities; and since rent and value 
levels depend on the relationship of the demand for space to the supply of 
space, in rapidly growing cities, if building costs are higher than rents 
and values, rents will rise faster than they will in cities where the rate 
of growth is much slower, In many of the cities in which new building is 
most active at the present time growth continued during the depression, 


























preventing the excessive vacancy which some other cities experienced. 
Washington, D. Ce, and some of the cities in the Southwest are very good 
examples of this. Due to the increased government activity at no time did 
rents in Washington fall below 83% of their boom levels, in contrast with 
Birmingham, for instance, where they fell to 41% of their boom levels. 
Still further increases in activity in Washington have carried rents to a 
point where they now approximately equal the levels of the last boom, and 
new building is going forward at a very rapid rate. 


During 1947 the volume of new building will continue to show the 
wide variation in rate in various cities which it has shown in the past, 
but in practically all cities the relationship of construction costs to 
rents and values is becoming more favorable as rents and values are in- 
creasing at a more rapid rate than construction costs. This should result 
in increased construction volume in practically all cities. Construction 
costs are also rising, however, and will continue to rise,we believe, dur- 
ing 1947. This is true of both materials and labor. We would caution 
those making construction loans to guard against the possibility of rising 
costs, preventing . completion at the contract price. Commitments can be 
secured on materials, but even these are not guaranteed against increases 
in sales tax. (Missouri is now contemplating an increase of from 1%, the 
present rate, to 2%.) No commitments can be secured from labor, which 
will guarantee completion at a fixed labor cost, as return of labor 
troubles during construction and efficiency of labor are all subject to 
changes as 1937 develops. 


NOTES ON ADVERTISED RENTALS 


EAL Estate Analysts, Inc.,has been checking all classified advertise- 
R sees of living quarters for rent appearing in the leading newspapers 

of the principal cities. These advertisements are classified first 
as to the type of property advertised; second, as to the number of rooms; 
and third, as to the rental asked. From this information we have computed 
each month what we call our average advertised rent per month per room. 


These figures have certain advantages and disadvantages which 
we have listed below: (1) Advertised rents represent not what properties 
are actually rented for,but what the owners of the properties believe they 
can secure. We know from the behavior of our figures that they quite fre- 
quently become too optimistic during the pronounced renting seasons,asking 
rents which they later lower as the property remains vacant. (2) Adver- 
tised rents for past years can be reconstructed in exactly the same fash- 
ion from the old newspaper files. This enables us to recover information 
on the approximate movement of rents in preceding booms and depressions. 
(4) We believe that over a period of years this method of approximating 
rent levels gives fairly accurate results. (lh) The greatest disadvantage 
we have found in advertised rentals is that in transition periods when 
vacancy is almost disappearing,all of the desirable quarters may be rented 
leaving only the undesirable on the market. Until the housing shortage 
becomes quite acute, the undesirable quarters do not increase in value 
sufficiently for our average for the city to increase by as great a per- 
centage as the increase in actual rents. Our experience in the past has 
been, however, that this condition automatically adjusts itself, and that 
while our index may be out for a short period,it eventually again reflects 
relative rental levels. We are quite confident that ina few cities at 
the present time we are experiencing the condition we have noted above. 
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NUMBER OF NEW FAMILY ACCOMMODATIONS BUILT PER MONTH PER 10,000 FAMILIES 
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ADVERTISED RENTALS ON DWELLING UNITS 
€ ¥ HE Real Estate Analyst computes the aver- month due to the inclusion some months of a 
age advertised rents of residential units larger number of either high or low priced 
of various types each month in the twenty- units. See the special note on page 663 for 
six metropolitan cities listed below. The an explanation of certain peculiarities of 
figures given are average rents per month per these figures. 
room for all its ¢ ch t » larg d 
small. sdverkined in the einual rise saiueee of The January figures are preliminary, based 
the leading newspapers of each city. on the advertisements appearing during the 
first two weeks of the month. In a majority, 
The average of all places advertised for of the cities these preliminary figures are 
rent will vary considerably from month to above the final figures for January, 1936. 
A J rg ! Sept. Oct. Nov mi gin 
Jan. Feb. Mar. pr. May une uly Aug. Sept. Oct. Nov. Ce *Jane 
Atlanta $6.68 $6.59 $6.71 $6.97 $7-15 $7.39 $7.51 $7.50 $7 265 $7 ly #710 $6.75 $6.60 
Baltimore 069 5082 5-95 5297 589 5-99 002 5671 5-94 595 6405 5099 5-80 
Birmingham i296 52003 5-06 5.03 i :87 5200 5-18 5043 5255 5-50 5 «29 5256 45-61 
Boston : 7 rd 7Tel7 7el5 6695 7-0) 6.72 7216 Teh Te7l 7o7h 7-70 7235 
Chicago 8°63 9.66 10.32 10.37 10.11 9.63 9.12 9.96 9.60 9.80 9.10 7.56 6.50 
Sincinnati 92 7-96 8.35 8.68 8.65 8.93 9-48 9.93 9-90 9-81 9-853 9.50 949 
ewan SF 9 1°26 7°86 8.40 8.67 8.83 8.86 3 °2r 9055 9095 9673 9 2.0 9.09 
” Columbus [-22 5 36 5 «Yds 5 e7l 52095 86625 6-42 6.98 7-05 7255 7253 7699 7-52 
O Denver 5.77 2°81, 5-62 5-96 6.17 6.67 6.80 6.65 7.05 7.18 7026 7olh 726 
2 Detroit 7093 77h 8.12 8°26 8.79 8.51 8.09 8.43 9.11 9-66 9269 9225 9.03 
= 7 ; ‘~ 
— Houston 7-00 6.92 6.8, 7.20 7.47 7.81 a0 86 8.90 9.405 pete 8 75 3 614 
W Kansas City ri 4.92 5200 5.00 4.99 2°20 5028 5415 2017 5-05 194 4.98 9 
= Los Angeles 478 Ste 8e% 8795 4780 8.81 8.69 10.15 10.36 10.97 11.05 11.12 11.0 
O wilwaukee Je1? 1-35 2 8.59 8.71 8 .26 7-88 8.80 8.55 8.81 8.70 8.25 8.01 
>, Minneapolis Oh 6622 6.49 6.69 6.67 6.67 6-71 7-05 7220 7.05 6.71 6.71 6.66 
s New Orl 41 5.36 5.28 of 038 5.66 6.11 6675 7d 7-53 7-05 6-11 5.61 
= hew —_ P 13°21 11210 1363 13°73 11.40 11.61 12.50 13.23 ih2 12.12 11.52 12.0) 
i Omaha 6:4 6.27 6.44 6°38 6.36 €.57 6.62 6.69 6.66 echP 6.32 6.04 5.98 
uy Philadelphia 2-4 che 5.52 +17 6.01 6.03 6.11 6.30 6.30 6.44 6.88 6.99 70% 
& * “) Pittsburgh 6.81 6.98 7.41 7.84 7.89 7.67 7.78 8.25 8.20 8.20 8.25 8.43 8.76 
O 
Z Richmond 6.17 6.65 6.98 -18 6.96 7.21 7.32 7252 7.l6 7-89 7-98 8.25 7°34 
m Saint Louis 6.45 6.27 6.43 Sin: 6.72 eet f° 2 GF ae 6.86 7929 Jota 290 
Salt Lake City 5.49 5.33 5-9 5.58 5.91 6.30 6.70 6.60 6.26 rary: 6.11 6.38 6.5) 
San Francisco 7.55 a°e0 7236 7236 1 16 ell 7-55 8.34 8. 9-15 9-10 9.21 
Seattle 5 055 och 5-51 52-70 5 b*59 19 =x x x 6.40 6.66 
Tulsa 6.77 6-7) 6.56 6-42 6.48 7e1l 7267 72697 8.00 7-96 7-6) 7) 7-36 
Atlanta 10.89 10.91 10.42 10.00 9.71 9.82 9.89 10.13 10.10 10.33 10.1) B03] 10.14 
Baltimore 11.93 12.05 12.02 11.65 10.74 10.09 9.79 9 238 9°94, 975 9265 9-56 9.89 
Birmingham 8.61 8.5) fe) 8.45 8.39 8.26 8.27 8.52 8.68 8.98 94601 9428 9-426 
Boston 12.17 11.55 11.68 11.13 11.59 11.80 12.05 12.20 12.18 ope i 11.08 10.38 9.66 
yy Chicago 11.85 12.26 12.1) 11.86 11.25 11.23 11.14 11.32 11.47 11.66 12.08 12.28 12.2 
F Cincinnati 11.26 11.36 11.1:7 11.45 11.40 11.57 11.71 12.01 12.81 13.30 13.32 12.443 12.20 
Z Cleveland 10.40 10.49 10.77 10.82 9.97 9260 9.79 10.25 11.10 12.25 12. aeeoe 12.09 
> Columbus 9.07 9-38 9.9 10.16 10.20 10.41 10.62 10.50 12.13 10.74 11.59 11.60 12.07 
Denver 10.87 11.02 11.2) 11.16 10.76 10.31 9.9) 16.02 10.92 10.86 12.59 12.40 12.41 
E detroit 10.49 10.40 10.70 10.93 10.79 10.65 10.27 10.05 10.42 10.68 11.08 11.28 11.30 
iad .. -_— . Q 5 Q 
Houston 8.00 6.29 8.59 8.53 8.70 8. 9.28 9.03 9.31 9.87 10.12 10.58 10.59 
2 canes City 6.88 7.00 734 6°82 621 6°18 6.51 6.40 6.79 6.58 6.76 6.99 74 
F Los Angeles 11.87 12.31 12.79 12.82 12.33 12.32 12.28 12.21 12.36 12.51 12.42 12.52 12.75 
& Milwaukee 9 36 9.95 10.02 9.95 9.6 R°22 -60 9.02 9-15 8.97 8.96 ec2 Oey 
Q. Minneapolis 9.18 9.29 9.59 9.57 9.13 8.58 8.50 9.00 8.95 9.0h 8.95 9.31 9.2 
< a — 
New Orleans 8.41 8.49 8.53 8.01 8.0) 8.17 8.36 8.32 8.67 8.45 8.3) 8.11 8.2 
OQ New York 17.58 17.56 17:20 17.20 16.97 16.7) 17.02 17.88 18.5 19.40 18.95 18.90 18.93 
WW Omaha 10.54 10.21 10.00 9.73 9.90 10.11 10.28 10.32 10.37 10.30 10.20 10.2 10.66 
te Philadelphia 13.20 13.23 135.08 13.25 13.08 oe 12.45 12.37 12.98 13.30 13.62 14.58 14.88 
uj Pittsburgh 9.91 10.51 10.96 10.82 9.93 9.42 9.29 10.28 9.80 9.95 9.65 9.72 9.69 
- Richmond 9.70 9.69 9.42 9.75 10.01 10.53 10.29 10.31 te 10.52 10.60 11.21 11.57 
Saint Louis 9-79 9-94 10.17 10.457 1C.38 2°22 9-26 9.34 9.69 10.0) 10.3% 10.47 10.41 
Salt Lake City * = 9-70 9250 916 8.98 8.98 9.02 9437 9610 9.21 9.16 9.29 9.438 
San Francisco 11.83 12.01 11.93 11.843 1701 11.02 11.01 10.67 10.73 10.96 11.42 12.17 12.53 
€ | & Seattle 10.23 10.37 10.53 10.60 10.50 10.56 10.46 x x x x 10.32 10.52 
*Preliminary 
] xNewspaper strike 
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(continued from page 661) 

on the various factors affecting particular buildings. It seems to us that 
the bonds of hotel buildings will increase slightly faster on the average 
than the bonds of office buildings, as hotels are reaching a higher per- 
centage of room occupancy than office buildings will during 1937. Hotels 
can also increase their room rates without advance notice, while office 
buildings with a large percentage of their space under lease can not se- 
cure higher rents until present leases expire. Bond issues on good apart- 
ment buildings should show sizable increases during 1937. We believe that 
the best issues for the investor are those in which reorganizations have 


transferred the entire equity to the bondholders. Many of these issues 
should prove extremely profitable. 


Farm values will continue to increase during 1947. Our guess 
would be that average farm values in the United States will increase by 
about 5% during the year. This percentage, however, will vary greatly from 
state to state. In a few states the increase may run as high as 10%, while 
in a few others the increase will be very small. We think that average 
farm values in Iowa, Indiana, Ohio, Pennsylvania, and North Carolina will 
show sizable increases. We believe that no state will show a drop in the 
average value of its farm lands during the next year. 


F FACTORS AFFECTING REAL ESTATE IN ST. LOUIS 
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Total residential vacancy in int Louis decreased during the 
period from December 8 to January 6. The number of vacant residential 


units for November, 1932, and January of the last four years is shown in 
the following table: 








Date Vacancies Vacancy % 
November, 1932 25 ,207 12.5 
January, 194) 20,218 9.1 
January, 1935 13,900 6.2 
January, 1936 9,650 oly 
January, 1957 7,750 505 
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